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TO THE SHAREHOLDERS: 


December 1972 marked the 10th anniversary of the organization of the Company. It is certainly 
a pleasure to be able on such an occasion, to report a record year from many aspects; sales and 
profits, have shown the best performance yet with working capital and equity at the highest levels 
to date. 


Both the Canflo and Supreme Divisions had record sales and earnings as we developed new 
products and new markets. Expansion of our facilities is underway in different locations. The saw 
mill at Lac Carré is being expanded to permit a 50% increase in capacity. A 50% extension of our 
furniture plant in St. Narcisse is under construction to accommodate new products in the upholstery 
field, which is progressing beyond our expectations. 


The saw mill operation in Dover Foxcroft, Maine, has been very helpful in supplying us with 
raw material in a period when it was most difficult to find supplies of wood. 


Zodiac Plastics & Chemicals has done very well and further expansion in its field is now under 
consideration. The demand for the current year remains strong with a good backlog of orders on 
hand. 


In March 1972, our Class “‘A”’ shares were admitted to trading on the Montreal Stock Exchange, 
thus giving the shareholders a better market for their holdings. 


The first mortgage loan of approximately $1,000,000 with The Royal Trust Company, has been 
extended for the third time and now matures in July 1977. This only leaves to be refinanced 
$1,200,000, 614% convertible Sinking Fund Debentures series ‘‘A’’ maturing June 15, 1974. 


After a short strike, a three-year labour agreement was recently concluded with our employees 
at our plant in the Town of Mount Royal. 


The outlook for 1973 in the fields we now cover are encouraging. Housing and industrial con- 
struction should continue to be strong with very good prospects for our furniture products. 


The strong demand in both the construction and furniture fields should favour the continued 
growth of the lumber division, and facilitate the sale of the higher grade lumber produced in our 
two mills. Lumber demand is also strong which, we believe, will give a good start to Zodiac Japan 
Ltd. our new wholly owned subsidiary, incorporated on November 16th, 1972 with head office in 
Yokohama, Japan. 


In the field of public responsibility, we have spent in the last fiscal year a substantial sum to 
rebuild the chimney in the Town of Mount Royal plant and have been successful in reducing the 
amount of black smoke emitted. Dust control equipment is on order designed to retain some 98% 
of the dust produced in the plant. 


The Directors and myself express to all our employees our hearty thanks for the tremendous 
effort made by them in a year where progression has been exceptional. This was accomplished without 
the addition of a corresponding number of employees, at all levels, and has imposed an extra burden 
on all which has been accepted not only with enthusiasm but with efficiency. 


F. H. Gopin, ENG. 


President 


Montreal, January 26, 1973. 


ZODIAC LTD. AND ITS SUBSIDIARIES 
CONSOLIDATED STATEMENT OF EARNINGS 
For the Year Ended October 31, 1972 


(with comparative figures for 1971) 


1972 1971 


Netiaales sen te Seok eae ee ($15,150,831 __ Y a “$9,115 524) 


Cost of sales, operating, selling and administrative 
CXPENSES 2) 42 ke Sie See eae oe renee 13 ,557 ,506 8,457 , 789 


Earnings from operations before depreciation and 
financlalvcharges =. 320 os ae ee eee 1,593 ,325 657 , 735 


Depreciation and financial charges: 


Depreciation: =) cease ae Grae te oe 22,989 178 ,063 
Amortization of discount and expenses on 
long-term Gets gta oe eh ec 9 ,844 10 ,598 
Interest on short-term debt.............. 77,062 70 ,023 
Interest on long-term debt............:.. 202 , 252 517,147 196 ,987 455 ,671 
Harnings: beforeincome taxes 4... o.-5-- 4. 4e< 1,076 ,178 202 ,064 


Income taxés!00s 05. e) BAN! 4 eee 554 ,000 91 ,000 


Earnings before extraordinary items........... 522,178 d 111 ,064 j 


Extraordinary items: 


Loss on disposal of fixed assets ........... ~e (49 ,675) 
Profit on purchases of debentures ......... came 10 ,500 
Income tax reductions resulting from the oe taae ns 
carry-forward of losses of prior years 361 ,000 »~ 361 ,000: 109 ,624 70 ,449__ 
pe eee 


| 


Net earnings forthe year =) sae ee ee ee | e887 $ \ 181,51 


Earnings per share: 


Before extraordinary items — 


Class: Ac eee $77 $ 24 
Class. (Bina) eee ee BS <2 


After extraordinary items — 


Class! AG sirdeia Grae tee eee 1224 34 
Class SB i: 0.4 sapere ee ees 1.00 .10 


- 5 J ; ‘ | 47 Y : A Ss 
oP 7 s i ZODIAC LTD. AND ITS SUBSIDIARIES 
AA CONSOLIDATED STATEMENT OF SOURCE 
ee aan et | Tae — = ~ eee 255, 
AND APPLICATION OF FUNDS 
For the Year Ended October 31, 1972 


(with comparative figures for 1971) 


1972 1971 
Source of funds: 
Operations— 
INetearningsior the: year, a0 4 tye nae eject ts Gdn cre A oahu aos hatha BA a $ 883,178 $ 16513 
PISDICCIALION MAM a. Pee aT bree eo Nit a ee TRAE Ed a ght ees 227,989 178 ,063 
Amortization of deferred charges: 4.624.041 .5.cee seek aoa. 9,844 10 598 
Reduction of, deferred income taxes... 0.6.6 65 ob se eda ees (10,171) (18 ,624) 
1,110,840 351,550 
Capital stocksssuede ..h 2 acne ig CR Pets.ca ee se aes 43 , 750 —- 
increase lomloie tern) GeDtiss as sare sea sec aes sete el dwt Qe ae 397591 — 
UIC TO IES OOO NLL: Pinte cushy lard See REE ET dd Aico ew le ema rele gs am 6,001 
1,194,181 357 , 911 
Application of funds: 
Purchases Ol fixed: assetsa (MCL) wad crass Sheet a a ak oe Poche 584 , 205 88 ,719 
Reduction oflong-term debtnice eee owe tel eta, ee ee ‘ — 100 , 386 
584 , 205 189, 105 
UN CESETT CLES CRIN E TE ee SS ike TE oe ae i ae ON ets 609 ,976 168 , 806 
Working capital at beginning of year ............0 00650 e eee eee 1,413 ,817 1,245 ,011 


Working capital at end Of year psi. 6 ee os Hk er ng eA ps $2 ,023 , 793 $1,413 ,817 


aire 

Fated ae One oL SU 

ZODIAC LTD. (Incorporated under the laws of Quebec) 
AND ITS SUBSIDIARIES 

CONSOLIDATED BALANCE SHEET 


October 31, 1972 


(with comparative figures for 1971) 


ASSETS 


1972 1971 
Current assets: 
Cash 22 5-0 kate ms. ae eg. Sites 5 COT ea eel eo Oe S$. IO 2773 $ 1375356 
Accounts tecetvable’s..5 ke 4h eo a eee ee oe 2,537 ,604 2,021,525 
Tniventories mOte Le xs 1 rathcs ces eet ee cee Ge i rear ie L776, 018 1 579 ,624 
Prepaid ‘expenses’. vc0. sls 1s Sean ae ee ee ee 78 ,240 77,162 
Notalecurrent? assets. -a5./cn cas Chass ae Se Pee dee ee 4 ,563 ,135 3,815 ,667 
Fixed assets (note 2): 
Land, buildings, machinery, equipment and vehicles.................. 6 ,011 ,973 5 ,433 ,848 
Lessraccumulatedidepreciation ... 2.5... ©2055 aie, ee ee 2,694 .259 2,472 ,350 


3,317,714 2,961,498 


Deferred charges: 


Long-term debt discount and expenses, at cost less amortization. ...... 15 , 736 25 ,580 


GOOGLE COS a i es en leo vcr eet a ee a ne OR 203 , 792 203 , 792 


$8,100,377 $7,006,537 


Signed on behalf of the Board, 


F. H. Gopin, Director _ 


KENNETH Done, Director 


LIABILITIES 


1972 1971 
Current liabilities: 
PS AIKMOAIS S NOTELS ein ee ert ey 2 hts Cui ean cine t its ire dd $ 625,000 $1,105 ,000 
Mecountsspayablesand accrued Charges. | oo. see eoe ete beens a os 1 ,334 , 265 1 ,039 ,873 
ikicomerandtother taxes payablewew 2 oye cus erence Wes eed oe oct 494 ,016 188 , 162 
Warrent: Dorion: Of long-venmdentemis: = 4) ko) ett ae eae as tee dae 86 ,061 68 ,815 
eRotalcurrent lat Dtlities ami. h Seth raise carey Ph MONA Cancel pele Keel. ied ae 2,539 , 342 2,401 ,850 
TPE RCCL GED EA(NOLG. 4) eirak ee qn mances angss wile Mee AU ah ord ie LRN Bin bees 2,554 ,666 2,515 ,075 
POLeT REC LILCOMLELEUL CSS. atk en Tae EV des ae EE ee eos SO A 198 , 400 208 ,571 
Shareholders’ equity: 
Capital stock (note 5) — 
Issued and outstanding: 
488,960) Class “A” shares (453,960: 1971)... ..:....25..-2-: 611 , 200 567 , 450 
SUORO00LC lass: SB GNAneshn. 220. CMe eee ten, RD GAS a 105 ,000 105 ,000 
716 , 200 672 ,450 
RUeCnINCAKCOrNIN G6 Owe ote 0: & Reet nce Le Rade ne aee i Mi beter Ale tN. 2 1 ,497 ,538 614 ,360 
Excess of appraised values of certain fixed assets over cost (note 2)..... 594 , 231 594 ,231 
otalssnareholders -CQuUitys ier stetcc. sn ele ee eater cert ee em on 2,807 , 969 1,881 ,041 


$8 , 100 ,377 $7 ,006 ,537 


AUDITORS’? REPORT 


To the Shareholders of 
ZODIAC LTp.: 


We have examined the consolidated balance sheet of Zodiac Ltd. and its subsidiaries as at October 31, 1972 
and the consolidated statements of earnings, retained earnings and source and application of funds for the year then 
ended and have obtained all the information and explanations we have required. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion and according to the best of our information and the explanations given to us, and as shown by 
the books of the companies, these consolidated financial statements are drawn up so as to exhibit a true and correct 
view of the state of the affairs of the companies as at October 31, 1972, and the results of their operations and the source 
and application of their funds for the year then ended, in accordance with generally accepted accounting principles 


applied on a basis consistent with that of the preceding year. GUARKGONL. CORDON © C0. 


treal, C da, 
Hi Neuioe 20. 1973. Chartered Accountants. 


ZODIAC LTD. AND ITS SUBSIDIARIES 
CONSOLIDATED STATEMENT OF RETAINED EARNINGS 
For the Year Ended October 31, 1972 


(with comparative figures for 1971) 


1972 1971 
Retained Garningsat beginning ‘of ear aa. 6. re aes ee ere $ 614,360 $ 432,847 
Add‘netiearnings for*the: year, 2h. a ce ee eee te eee 883 , 178 181 ,513 
Retamed: earnings at end: of year<.22.,. en. te $1 ,497 ,538 $. 614,360 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
October 31, 1972 
1972 1971 
I. Inventories — _— 
The inventories are made up as follows: 
Raw materials, valued at the lower of cost or replacement value... ... $1,189 , 142 $ 953,799 
Finished products, valued at the lower of cost or realizable value .. A499 ,957 520 ,896 
Plant ‘supplies,valuediat: costo 40.565 ee ee 87 ,419 104 ,929 
SL 1(G,0L8 $1,579 ,624 
2. Fixed assets 
Most of the land is carried in the accounts at appraised values. These values amounting to $1,346,000 
were determined by Canadian Appraisal Company at August 31, 1963. The excess ($594,231) of 
these values over cost is classified as part of shareholders’ equity. The remainder of the fixed assets 
are valued at cost. 
3. Bank loans 
The bank loans are secured by the pledge of accounts receivable and inventories, and by a second mortgage 
on certain land and buildings. 
1972 1971 
4. Long-term debt — —— 


Secured 


914% Mortgage payable maturing July 15, 1977, repayable in 
monthly instalments of $9,930, capital and interest, and the 
balance of approximately $860,000 on July 15,1977.......... $1,009 ,113 $1 ,033 , 890 


7% Mortgage payable maturing July 31, 1979, sete tocar: in annual 
instalments of $43,750, capital only . epee eae 306 , 250 350 ,000 


744% Indenture of lease, maturing ree 28, 1979, Beer st in 
monthly instalments of $2,077, capital and interest, with a 
purchase option for the price of $1 at maturity date........ 125 ,364 — 


Carried Forward 1,440 , 727 1,383 ,890 


1972 1971 


Brought Forward $1 ,440 , 727 $1 ,383 ,890 
Unsecured 
6%% Convertible debentures, series ‘‘A’’, maturing June 15, 1974 1,200 ,000 1,200 ,000 


2,640 , 727 2,583 ,890 


Less instalments shown in current liabilities.................... 86 ,061 68 ,815 


$2 ,554 , 666 $2 ,515 ,075 


Annual instalments on long-term debt due in each of the next five years are as follows: 


1973 — $86,061; 1974 — $1,289,800; 1975 — $98,900; 1976 — $98,400; 1977 — $954,000. 


3. Capital stock 
The authorized capital stock of the Company is as follows: 


2,500,000 Class “A” participating shares, preferred non-cumulative dividend of $0.24 per year, par 
value $1.25 each 


300 ,000 Class ‘““B’’ shares, with 5 voting rights per share, par value $0.35 each 


During the year the Company issued 35,000 Class ‘“‘A”’ shares for a cash consideration of $43,750 as a result 
of the exercise of options. 


At October 31, 1972, the Company had reserved 181,833 Class ‘‘A’”’ shares for the exercise of options and 
for the conversion of the 6'4%4% convertible debentures, series ‘‘A’’, as follows: 


Number 

of shares Price Expiry date 
ODUOTS pees cities marae Be ee ees NS ee 15 ,000 $1.25 October 31, 1975 
Conversion of debentures .cus Ue Ane eae ene 166 , 833 8.02 June 15, 1974 


181 833 


6. Contingent liability 


The Company is a defendant in an action based on an alleged patent infringement, in which unstated 
damages are claimed. In the opinion of Counsel, the action is unfounded. Accordingly, no provision 


has been made in respect of such claim. 


Pout seston eA 
ZODIAC LTD. 


STATISTICS FOR THE PAST 5 YEARS 


1971 1970 1969 1968 
(Dollars in thousands) 
Earnings Statement 
a5 Er Ne PSE Rt EI anys OC ag “#15 151° $ 9,116 $ 7,144 $ 7,688 $ 6,954 
TSS: EXPENSES ses sees eee eee 13,508 8,458 6 ,909 7,042 6,306 
Gross operating profit.............0....... 799) 0 Gus 658 Bags 646 648 
Hess Depreciation os emesis ee eee 228 178 174 148 121 
[mtereste see se cee: ie oe ee ee re 279 267 273 211 206 
AAMOLtIZa iON ten ee eee ee 10 iat 11 13 iy 
ole 456 458 372 339 
Pre-tax earnings (loss) from operations...... 1076 © 202 (223) 274 309 
Mess income: taxess 0 nee en eee 554 sil (9) 134 151 
Earnings (loss) before extraordinary items... 522 111 (214) 140 158 
[RDM AGACIAORITENAY MHS. ooo cnc ceustuageocaoe. 361 70 (17) 160 192 
INetrearninesy(lOSS) sa ae Aeon tae eee eee $ 883 $ 181 ($ 2310) $ 300 $ 350 
(Dollars in thousands) 
Balance Sheet ak 
Current ASSCESTAREa er tncens Hee a ea $ 4,563 $ 3,816 8 2 tO & Bae 51321020 
Currentiiabilities . 3 Aen a ee eee - 2,080 | 2,402 1556 2,036 1392 
Workin capital persian ae en 2,024 ih 454! 1,245 1,537 1,628 
PuXedvassetecae inc, Sencha a eee See ae 6,012 5,434 5,409 } Sly 4,308 
Accumulated depreciation................. 2,094 2,473 DN BXBe) 2,434 1,986 
Neti fixedcassets 55 4 Sa aise Socata Aen eee ae 3,318 2,961 3,051 3,078 DB Veee 
Mong-=teLm: Geb tyatee. eaten ke ae ae oe ea ae 2.905 — 2,515 2,615 2,685 2,467 
Shareholdersgequity. <,.namer nen ates 8 1,881 1,700 1,930 1,530 
Share Statistics 
Equity: ‘ " 
Class Sang wearer ee oc Merial sarees $4.70 $4.00 $3.74 $4.00 S3mom 
Class Bee rer ne eee oie oes, ee 170 2 — .38 = 
Cash Flow: 
Glass gh Agiy Se saan center et arene $ .56 ($ .07) Bs HK 
Class® Bai: cone nee al te eee Be CC Oe 48 cp 
Earnings (loss) per share, before extraordinary 
items: 
Classen At). G.:. secures Seana on eee a el ($ .28) $ .29 SOL 
Class’ TB? oo Saar eee ae eee —— (G28) .05 .07 
Earnings (loss) per share, after extraordinary 
items: 
ClassuSeAc ts a ue erent ae es RGR $ .34 (Gimeoile) oo yell $958 
Class S13 astra! erenen haga eee eat a ae BG) (el) Paul 34 
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